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Reciprocal  Trade  Program  and  Post-War 
Reconstruction  by  Howard  p.  whidden,  Jr. 

BEFORE  June  12,  1943  the  fate  of  the  reciprocal  need  foreign  markets,  and  American  producers  and 
trade  agreements  program  must  be  decided  by  consumers  will  need  raw  materials  and  other  prod- 
Congress.  This  program,  based  on  the  Trade  ucts  from  abroad. 

Agreements  Act  of  June  12,  1934,  has  twice  been 

extended  for  ih  ree-year  periods.  Failure  on  the  part  WHY  NEW  POLICY  WAS  ADOPTED 
of  Congress  to  grant  a  further  extension  of  the  In  modifying  the  high-tariff  policy  which  had 
Act,  or  adoption  of  crippling  amendments,  might  culminated  in  the  Hawley-Smoot  Act  of  1930, 
well  herald  reversion  to  extreme  protection  in  the  Mr.  Hull  was  looking  primarily  to  an  expansion 
United  States,  and  prevent  achievement  after  the  of  American  exports  through  elimination  of  some 
war  of  the  system  of  multilateral  trade  based  on  of  the  barriers  which  were  blocking  channels  of 
equality  of  treatment  which  has  been  the  goal  world  trade.  Normally  a  producer  of  great  quan- 
of  Secretary  of  State  Cordell  Hull,  chief  architect  tities  of  farm  and  industrial  products  that  can  find 
of  the  program.  In  addition,  either  action  would  00  sale  in  the  home  market  at  remunerative  prices, 
almost  inevitably  thwart  efforts  to  realize  the  eco-  the  United  States  was  particularly  hard-hit  by  the 
nomic  objectives  of  the  Atlantic  Charter,  the  sharp  decline  of  international  trade  after  1929. 
United  Nations  Declaration,  and  the  Lend-Lease  The  value  of  this  country’s  foreign  commerce  fell 
Agreements.  even  more  rapidly  than  that  of  the  world  as  a 

Since  the  outbreak  of  war  in  Europe  in  Septem-  whole — from  $9,640,000,000  in  1929  to  $2,934,000,000 
her  1939,  the  operation  of  the  Hull  trade  program  in  1932,  a  drop  of  70  per  cent.  As  world  trade 
has  become  increasingly  limited,  it  is  true,  until  diminished,  the  universal  economic  depression  was 
today  wartime  trade  controls,  scarcity  of  shipping,  deepened  and  prolonged,  while  employment  and 
and  military  considerations  dominate  the  nature,  income  fell  disastrously  in  the  United  States.  Re¬ 
direction  and  extent  of  our  foreign  trade.  War  tween  1929  and  1932  national  income  declined  43 
escape-clauses  contained  in  the  trade  pacts  have  per  cent,  cash  farm  income  58  per  cent,  and  wages 
permitted  agreement  countries  to  control  their  im-  and  salaries  in  manufacturing  industries  53  per 
ports  from  the  United  States  to  whatever  extent  cent.* 

and  in  whatever  way  they  have  deemed  necessary  It  is  now  generally  recognized  that  American 
in  the  war  emergency.  But,  despite  these  develop-  tariff  policy  in  the  twenties  was  an  important 
ments,  a  considerable  amount  of  trade  continues  to  factor  in  bringing  on  this  economic  debacle  and 
be  influenced  primarily  by  economic  considerations,  contributed  even  more  to  its  prolongation.  A 
and  on  this,  as  well  as  on  essential  war  trade,  the  creditor  on  international  capital  account  follow- 
trade  agreements  program  exercises  a  beneficial  ing  World  War  I,  the  United  States  increased  its 
influence.  It  is  significant,  too,  that  since  Pearl  Har-  tariff  barriers  against  imports  instead  of  decreasing 
bor  a  supplementary  agreement  with  Cuba  has  them.  The  pyramiding  of  capital  investments 
been  concluded  and  three  new  agreements — with  abroad  up  to  1928  had  the  effect  of  temporarily  ob- 
Peru,  Uruguay  and  Mexico — have  become  effective,  scoring  the  basic  weaknesses  of  the  American  posi- 
More  important,  however,  is  the  fact  that  the  tion,  but  the  world  economic  disturbances  of 
trade  agreements  program,  if  renewed,  will  provide  1929-32  made  it  evident  that  a  change  in  Ameri- 
a  large  measure  of  insurance  against  a  repetition  can  tariff  policy  would  be  necessary  if  the  United 
of  widespread  practices  which  after  the  last  war  led  States  was  to  reap  any  benefits  from  its  creditor  po- 
to  the  piling  up  of  trade  barriers  and  discrimina-  sition  and,  at  the  same  time,  regain  a  substantial 
tions  throughout  the  world.  It  constitutes  a  solid,  portion  of  its  pre-depression  exports.  Foreign  coun- 
if  somewhat  limited,  basis  for  resumption  of  mutu-  tries  could  buy  our  products  only  to  the  extent 

ally  beneficial  trade  following  this  war,  when  many  ..t,  „  .  1  t  1  »  .  n  ■ 

’  .  ,  ,  1  •  I  •  1  1  I-  ilic  Rcciprocal-Tradc-Aj{rcements  Program  in  War  and 

of  our  agricultural  and  industrial  producers  will  Peace,  •  «/ S/rf/r  February  20,  1943,  p.  170. 
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that  they  could  acquire  United  States  dollars  with 
which  to  pay  for  them;  and  the  only  way  they 
could  acquire  dollars  was  through  the  sale  in  this 
country  of  their  products  and  services,  or  by  bor¬ 
rowing.  Loans,  however,  merely  postponed  the 
ultimate  necessity  for  payment  in  the  form  of 
commodities  or  services.  To  re-open  foreign  mar¬ 
kets  for  American  surpluses,  therefore,  it  was  im¬ 
perative  to  expand  our  own  markets  for  the  prod¬ 
ucts  of  other  countries. 

This  might  have  been  done  by  unilateral  re¬ 
duction  of  the  American  tariff  structure  but,  even 
if  this  had  been  politically  feasible,  such  a  measure 
would  not  have  been  effective  in  making  a  dent 
!'  on  the  trade  restrictions  adopted  by  the  rest  of 
the  world.  The  passage  of  the  Hawley-Smoot  tariff 
in  1930,  on  the  eve  of  the  world  depression,  had 
led  other  nations  to  retaliate  against  this  blow  to 
their  already  shrinking  export  trade.  Canada  im¬ 
mediately  struck  back  in  1930  and  1931  with  sharp 
[)  tariff  increases  directed  against  American  exports, 
t  In  1931  France  adopted  a  quota  system  limiting  the 
f  actual  quantity  of  goods  to  be  imported.  During  the 
same  year,  Britain  abandoned  free  trade  in  favor  of 
protection,  and  in  1932  concluded  with  the  Do¬ 
minions  the  Ottawa  agreements  providing  for 
preferential  treatment  within  the  Empire.  Other 
governments  openly  subsidized  exports,  established 
import  quotas,  or  introduced  exchange  controls 
under  which  they  decided  what  goods  should  enter 
j  their  countries. 

!  In  these  circumstances  the  practical  alternative 
to  unilateral  action  appeared  to  be  a  step-by-step 
J  approach  to  the  desired  goal  through  negotiation  of 
I  reciprocal  agreements  with  individual  countries. 

Largely  as  a  result  of  Secretary  of  State  Hull’s 
r  assurances  regarding  the  expected  benefits  of  tariff 
bargaining.  Congress  enacted  the  ReciprcKal  Trade 
-  Agreements  Act  of  1934,  which  granted  power 
[  to  the  Administration  to  introduce  this  basic 
i  change  in  American  tariff  policy.  The  Act  au- 
j  thorized  the  President,  in  order  to  obtain  con- 
I  cessions  from  other  countries,  to  modify  exces¬ 
sive  American  tariff  rates,  to  bind  existing  rates 
!  against  increase,  and^to  guarantee  continued  duty- 
I  free  entry  of  products  on  the  free  list.  But  the 
*  President  was  not  empowered  to  reduce  the  duty 
I  on  any  foreign  product  under  a  trade  agreement 
,  by  more  than  50  per  cent,  or  to  transfer  any  item 
i  from  the  dutiable  list  to  the  free  list.  The  Act 
provided  also  that  the  reduced  duties  be  extended 
to  the  products  concerned  when  imported  from 
any  country  in  the  world,  but  authorized  the  Presi- 

I  dent  to  suspend  application  of  such  concessions  to 

II  countries  found  to  be  discriminating  against  the 
United  States.  This  provision  embodied  the  uncon¬ 


ditional  most-favored-nation  principle,  by  which 
concessions  made  to  any  foreign  country  (except 
Cuba)  were  extended  to  all  others,  and  in  return 
for  which  other  agreement  countries  were  required 
to  give  our  exports  nondiscriminatory  treatment. 

GROWTH  OF  THE  PROGRAM 

From  the  inauguration  of  the  reciprocal  trade 
policy  in  1934  to  March  1943,  agreements  have 
been  signed  with  26  foreign  countries.^  For  pur¬ 
poses  of  clarification,  these  agreements  may  be 
divided  into  three  general  groups.  One  series  of 
pacts  has  been  completed  with  15  Latin  American 
countries,  both  tropical  and  temperate,  whose  total 
trade  with  the  United  States  in  1939  amounted  to 
over  90  per  cent  of  our  trade  with  the  20  American 
republics.  Second,  a  group  of  agreements  has  been 
concluded  with  continental  European  countries, 
both  industrial  nations  many  of  whose  products 
were  subject  to  high  duties,  and  northern  countries 
whose  principal  exports  to  the  United  States  were 
on  the  free  list.  Third,  the  United  States  has  come 
to  terms  with  the  United  Kingdom  and  Canada, 
the  two  largest  customers  for  American  exports  and 
the  two  most  important  nations  within  the  Ottawa 
preferential  system.  These  agreements,  girdling 
the  world,  demonstrate  the  way  in  which  the  Hull 
program,  in  promoting  American  exports,  has  not 
only  given  economic  substance  to  the  Good  Neigh¬ 
bor  policy  and  broken  through  the  trade  restric¬ 
tions  surrounding  many  European  countries  and 
the  British  Empire,  but  has  also  proved  adapted  to 
the  problems  of  trade  relations  with  competitive  as 
well  as  complementary  economies.  The  most  recent 
agreements,  notably  the  Mexican,  also  show  how 
the  program  has  been  used  for  war  needs. 

LATIN  AMERICAN  AGREEMENTS 

The  Cuban  pact,  the  first  to  be  concluded  under  the 
new  policy,  became  effective  on  September  3,  1934. 
As  a  result  of  lower  preferential  duties  granted  by 
the  United  States,  Cuba’s  sugar  industry — which  dom¬ 
inated  the  list  of  Cuban  exports — was  revivified,  and 
producers  of  rum,  fruits  and  vegetables  were  aided. 
Important  among  the  specific  concessions  made  by 
Cuba  were  the  reductions  on  United  States  food¬ 
stuffs,  while  American  textiles,  automobiles,  machin¬ 
ery  and  other  items  were  granted  either  reduced  duties 
or  increased  preferential  advantages.  Under  these  ar¬ 
rangements,  an  impressive  increase  took  place  in 
Cuban-American  trade  between  1934  and  1939.^*  In 

2.  Intention  to  negotiate  with  three  more  countries — Iceland, 
Bolivia  and  Iran — has  been  announced. 

2a.  Supplementary  agreements,  effective  December  23,  1939 
and  January  5,  19^2,  have  further  reduced  the  barriers  against 
Cuban  sugar,  and  have  substantially  restored  concessions  on 
tobacco  and  tobacco  products  embodied  in  the  original  agree¬ 
ment  but  terminated  early  in  1936. 
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view  of  the  special  geographic  and  historical  rela¬ 
tions  between  Cuba  and  the  United  States — which 
have  been  widely  recognized  as  a  legitimate  exception 
to  the  most-favored-nation  principle — the  concessions 
embodied  in  this  agreement  have  not  been  extended 
to  other  nations.  In  this  respect,  the  Cuban  agreement 
stands  in  a  class  by  itself.^ 

From  1935  through  1938  agreements  were  also 
reached  with  nine  other  Caribbean  and  equatorial 
states  of  Latin  America^  In  general,  these  pacts  are 
characterized  by  American  guarantees  of  continued 
duty-free  entry  for  distinctively  tropical  products, 
often  comprising  90  per  cent  or  more  of  our  total  im¬ 
ports  from  the  country  involved.  Among  such  com¬ 
modities  are  coffee,  bananas,  cocoa  beans,  ipecac,  sisal 
fibers,  logwood,  dyeing  and  tanning  materials,  plati¬ 
num,  and  cabinet  woods.  In  return,  the  Latin  Ameri¬ 
can  nations  have  reduced  or  bound  duties  on  a  wide 
range  of  American  exports.  Important  among  the 
items  affected  are  dairy  products,  fruits  and  vegetables, 
meats,  lard,  wheat  flour,  textiles,  rubber  tires,  iron 
and  steel  manufactures,  paints  and  varnishes,  radio 
apparatus,  automobiles  and  accessories,  medicinal  sup¬ 
plies,  machinery  and  office  appliances — in  short,  many 
of  the  typical  American  export  specialties. 

The  trade  agreement  with  Brazil,  which  was  the 
first  to  be  signed  under  the  most-favored-nation  prin¬ 
ciple,  became  effective  on  January  i,  1936.  Brazil 
reduced  duties  on  28  tariff  items  and  bound  rates  on 
13,  the  major  concessions  being  those  on  automobiles 
and  accessories,  various  types  of  machinery,  fresh 
fruits  and  oatmeal.  Since  over  90  per  cent  of  imports 
from  Brazil  already  entered  this  country  free  of  duty, 
little  could  be  done  in  the  agreement  to  encourage 
Brazilian  exports  directly.  The  United  States,  how¬ 
ever,  undertook  to  maintain  on  the  free  list  coffee — 
which  constituted  from  60  to  85  per  cent  of  Ameri¬ 
can  imports  during  the  period  from  1932  through  1939 
— and  cocoa  beans,  and  to  reduce  duties  by  50  per 
cent  on  Brazil  nuts,  castor  beans  and  manganese  ore. 

The  problems  involved  in  negotiating  an  agreement 
with  Venezuela,  however,  constituted  an  exception  to 
the  general  rule  of  complementary  trade  with  tropical 
America.  Petroleum,  the  competitive  item  involved, 
accounted  in  1938  for  approximately  75  per  cent  of 
Venezuela’s  total  exports  to  this  country,  which  were 
valued  at  $20,054,000  that  year.  Under  the  trade 
agreement  effective  December  16,  1939  the  import 
excise  tax  on  petroleum,  levied  by  Congress  in  the 
Revenue  Act  of  1932  and  since  renewed,  was  reduced 
50  per  cent.’  Concessions  were  also  made  on  an  addi¬ 
tional  9  per  cent  of  Venezuelan  exports.  Venezuela, 
in  turn,  reduced  duties  on  35  items,  including  wheat 
flour,  hog  lard,  lumber,  metal  furniture,  and  parts 

3.  For  a  fuller  analysis  of  the  trade  agreements  program  up  to 
the  end  of  1939,  and  for  discussion  of  the  principles  involved, 
see  D.  H.  Popper,  “Progress  of  American  Tariff  Bargaining," 
Foreign  Policy  Reports,  May  22,  1935;  “The  Hull  Trade  Pro¬ 
gram,"  ibid.,  October  15,  1936;  and  “Six  Years  of  American 
Tariff  Bargaining,”  ibid.,  April  15,  1940. 

4.  Brazil,  Haiti,  Honduras,  Colombia,  Guatemala,  Nicaragua,  El 
Salvador,  Costa  Rica  and  Ecuador.  For  dates,  see  table,  p.  24. 


for  agricultural  machinery;  and  stabilized  duties  on 
61  products  covering  a  wide  variety  of  American 
manufactured  products. 

Roughly  75  per  cent  of  Mexico’s  exports  to  the 
United  States  have  long  been  on  our  free  list,  but  the 
problem  of  competitive  items  was  also  an  obstacle  to 
the  conclusion  of  a  trade  pact  with  Mexico — in  1939 
our  best  customer  in  the  whole  of  Latin  America. 
Under  stress  of  war  needs,  however,  an  agreement  was 
signed  and  became  effective  on  January  30,  1943. 
The  United  States  undertakes  to  maintain  on  the 
free  list  41.5  per  cent  of  the  total  imports  of  Mexico 
in  1939,  to  bind  existing  duties  on  6.8  per  cent 
and  to  reduce  duties  on  16.4  per  cent,  these  three  ^ 
groups  accounting  for  products  valued  at  $35,231,- 
000  in  1939.  The  most  important  items  in  the  first 
group  are  bananas,  coffee,  henequen  and  chicle;  and 
in  the  second,  live  cattle  weighing  from  200  to  700 
pounds,  zinc  and  lead — part  of  the  reductions  on 
cattle  and  lead  and  total  concessions  on  zinc  being 
limited,  however,  to  the  duration  of  the  national  emer¬ 
gency  in  the  United  States.  Crude  petroleum  and  fuel 
oil  remained  free  of  duty,  but  subject  to  the  previously 
reduced  import  excise  tax  of  one-quarter  cent  per 
gallon,  and  quota  limitations  on  imports  at  reduced 
rates  were  removed  by  the  pact.  In  return,  Mexico 
made  concessions  on  a  wide  range  of  the  American 
export  specialties  already  mentioned  in  connection 
with  the  agreements  with  tropical  countries.*’  The 
same  type  of  item  had  gained  advantages  in  an  agree¬ 
ment  with  Peru,  effective  July  29,  1942,  in  return  for 
which  the  United  States  granted  Peru  reductions  on 
sugar,  long-staple  cotton,  alpaca  hair,  bismuth  and 
coca  leaves;  and  bound  vanadium  ore  or  concentrates, 
raw  goat  and  kid  skins,  cube  root  and  guano  on  the 
free  list.’ 

Even  greater  difficulties  than  in  the  case  of  Mexico 
had  been  encountered  earlier  by  the  State  Depart¬ 
ment  in  attempts  to  negotiate  agreements  with  the 
temperate-zone  countries  of  South  America.  In  spite  of 
the  obstacles,’®  an  agreement  with  Argentina  became 
effective  November  15,  1941,  and  with  Uruguay  Janu¬ 
ary  I,  1943.  In  the  pact  with  Argentina,  although  the 
United  States  permitted  no  relaxation  in  the  sanitary 
embargo  on  Argentine  fresh  beef,  duties  were  reduced 
on  export  items  which  made  up  69.6  per  cent  of  total 
imports  from  Argentina  in  1938;  63.6  per  cent  in  1939; 
and  43.5  per  cent  in  1940.  The  principal  commodities, 

5.  With  an  annual  customs  quota  for  imports  from  all  sources 
equivalent  to  5  per  cent  of  the  petroleum  processed  in  United 
States  refineries  during  the  preceding  calendar  year,  Venezuela 
being  allocated  71.9  per  cent  of  the  total  tariff  quota  for  1940. 
This  quota  was  removed  in  the  Mexican  agreement. 

6.  “Trade  Agreement  with  Mexico,”  Department  oj  State 
Bulletin,  December  26,  1942,  supp. 

7.  Ibid.,  May  9,  1942,  pp.  410-22. 

7a.  The  chief  problem  was  to  make  concessions  on  some  of 
the  primary  products  exported  from  this  area  without  causing 
injury  to  North  American  agricultural  and  mining  interests. 
An  attempt  at  negotiations  with  Chile  begun  in  the  latter  part 
of  1939  was  not  successful,  and  early  in  1940  negotiations  with 
Argentina  and  Uruguay,  which  had  been  proceeding  since  the 
previous  summer,  had  to  be  terminated. 
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in  trade  value,  on  which  duties  were  reduced  were 
Haxseed,  certain  prepared  or  preserved  meats  (princi¬ 
pally  canned  corned  beef),  casein,  bovine  hides  and 
skins,  certain  coarse  wools,  and  quebracho  extract.  Ex¬ 
isting  duties  were  bound  on  a  long  list  of  products, 
and  bindings  on  the  free  list  were  also  extensive.  In 
return,  the  United  States  received  concessions,  either 
reductions  or  bindings,  on  items  which  were  valued  at 
832,106,000  in  1940,  or  30.2  per  cent  of  total  United 
States  exports  to  Argentina  in  that  year.  Fresh  and 
dried  fruits  received  important  reductions,  while  du¬ 
ties  on  tobacco  and  cigarettes  were  bound  at  existing 
rates.  Industrial  products  such  as  automobiles,  electri¬ 
cal  equipment,  agricultural  and  industrial  machinery, 
office  appliances,  and  a  number  of  forest  products  also 
received  concessions.®  The  agreement  with  Uruguay,  a 
country  whose  trade  with  the  United  States  has  long 
been  similar  to  that  of  Argentina,  provided  for  con¬ 
cessions  on  both  sides  very  much  like  those  in  the 
.Argentine  agreement.^ 

EUROPEAN  AGREEMENTS 

The  first  real  test  of  the  Hull  trade  program  had 
come  before  this,  however,  when  negotiations  were 
opened  with  the  industrialized  countries  of  continent¬ 
al  Europe,  which — excluding  Britain  and  Canada — 
normally  consumed  the  larger  part  of  American  ex¬ 
ports.  Between  February  1935  and  January  1936 
agreements  were  concluded  with  Belgium  (including 
Luxemburg),  The  Netherlands,  and  Switzerland}^ 
Although  “crisis”  controls,  in  the  form  of  quotas 
and  import  monopoly  fees,  limited  the  scope  of  con¬ 
cessions  granted  by  The  Netherlands,  and  tariff  ease¬ 
ments  gained  from  Switzerland  chiefly  involved 
quotas  and  license  provisions,  in  each  agreement  a 
large  number  of  typical  American  export  specialties, 
both  agricultural  and  industrial,  gained  important  ad¬ 
vantages.  In  the  case  of  Belgium,  the  principal  con¬ 
cessions  granted  by  the  United  States  were  on  linen 
fabrics,  paddings  and  interlinings  of  flax  and  hemp, 
flax,  plate  glass,  and  special  hand-made  laces.  In  the 
Netherlands  agreement,  the  United  States  lowered 
tariffs  on  potato  starch.  Dutch-type  cheeses  and  her¬ 
rings,  flower  bulbs,  seeds,  cocoa  and  chocolate;  while 
a  number  of  products,  most  of  them  imported  from 
the  Dutch  colonies,  were  bound  on  the  free  list.  Con¬ 
cessions  for  Swiss  exports  to  the  United  States  were 
represented  by  duty  reductions  on  chemicals,  watch 
movements,  textile  specialties,  and  certain  cheeses — 
all  important  items  in  Switzerland’s  export  trade. 

The  trade  agreement  concluded  with  France  sev- 
er.il  months  later“  was  the  most  important  of  the 

8.  “Trade  Agreement  with  Argentina,”  Department  of  State 
Bulletin,  October  18,  1941,  supp.  It  should  be  noted  that  con¬ 
cessions  in  this  agreement  on  the  part  of  Argentina  become 
operative  in  two  stages,  whereas  concessions  to  Argentina  be¬ 
come  effective  immediately.  Certain  concessions  to  Argentina, 
however,  may  be  terminated  at  the  end  of  the  war. 

9.  “Trade  Agreement  with  Uruguay,”  ibid.,  July  25,  1942, 
supp. 

10.  Ktfective  dates:  Belgium,  May  i,  1935;  the  Netherlands, 
February  i,  1936;  Switzerland,  February  15,  1936. 

11.  Effective  June  15,  1936. 


European  agreements.  It  ended  more  than  a  century 
of  altercation  over  tariff  policy,  did  away  with  most 
of  the  discriminations  against  American  products  aris¬ 
ing  from  lack  of  most-favored-nation  arrangements 
between  the  two  states,  and  indicated  even  more 
clearly  than  earlier  European  agreements  the  possi¬ 
bilities  of  whittling  down  the  trade  restrictions 
which  had  grown  up  in  Europe  in  the  thirties.  Ameri¬ 
can  exports  affected  by  French  quota  and  tariff  ad¬ 
justments  included  a  large  range  of  typical  agricul¬ 
tural  and  industrial  products.  The  United  States  cut 
duties  on  commodities  which  accounted  for  almost 
a  third  of  imports  from  France  in  1935,  valued  at 
somewhat  less  than  the  American  items  affected  by 
trade  concessions.  The  most  important  changes  were 
made  on  distinctively  French  specialties  —  cigarette 
paper,  brandy,  champagne,  still  wines  and  Vermouth, 
vanilla  beans,  lace,  broadsilks,  Roquefort  cheese,  and 
perfumes. 

Meanwhile,  agreements  had  been  reached  with 
Sweden  and  Finland, two  northern  nations  whose 
exports  to  the  United  States  were  predominantly  non- 
dutiable,  being  composed  largely  of  wood  pulp  and 
newsprint  paper.  And  on  April  i,  1939,  shortly  before 
the  operation  of  a  year-old  agreement  with  Czecho¬ 
slovakia  had  been  suspended  as  a  result  of  German 
occupation,*^  the  Hull  program  penetrated  the  orbit  of 
Germany’s  economic  “Lebensraum”  with  the  signature 
of  a  pact  with  Turkey.  Turkish  exports  are  chiefly  ag¬ 
ricultural  and  mineral,  while  its  imports  from  the 
United  States  consist  largely  of  iron  and  steel  goods, 
machinery,  textiles  and  petroleum  products.  Total 
trade  between  the  two  countries  amounted  to  over 
$30,000,000  in  1938,  and  has  increased  considerably 
since.  The  44  tariff  concessions  granted  by  Turkey  in 
the  agreement  took  the  form  of  reductions  from  5  to 
88  per  cent  below  the  general  Turkish  rates,  and  cov¬ 
ered  41  per  cent  of  the  imports  from  the  United  States 
in  1937.  At  the  same  time,  equitable  treatment  to 
American  commerce  in  the  application  of  its  exchange 
controls  and  quotas  was  guaranteed.  In  return,  the 
United  States  gave  concessions  on  97.5  per  cent  of 
total  imports  from  Turkey  in  1937.  On  cigarette  leaf 
tobacco,  which  accounted  for  50  to  70  per  cent  of 
Turkey’s  exports  to  the  United  States,  the  duty  was 
reduced  by  over  14  per  cent,  although  even  then  it 
remained  equivalent  to  60  per  cent  ad  valorem  on  the 
basis  of  1938  prices. 

BRITISH  AGREEMENTS 

The  Hull  trade  program  has  also  been  successful  in 
breaking  through  the  tariff  barriers  and  imperial 
preferences  of  the  United  Kingdom  and  Canada.  The 
first  step  in  this  direction  was  taken  with  the  conclu¬ 
sion  of  a  trade  agreement  with  Canada  on  Novem¬ 
ber  15,  1935.  The  United  States  agreed  not  to  impose 

12.  Agreement  with  Sweden  effective  August  5,  1935;  with 
Finland,  November  2,  1936. 

13.  The  chief  American  concession  in  this  agreement  had  been 
on  certain  low-priced  shoes,  made  in  return  for  Czech  tariff 
easements  on  many  American  agricultural  and  industrial 
products. 
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duties  on  pulpwood,  wood  pulp,  newsprint  paper, 
some  types  of  lumber,  lobsters,  certain  furs,  nickel, 
and  some  less  important  commodities.  Together,  these 
items  covered  approximately  45  per  cent  of  the  value 
of  total  purchases  which  had  been  made  from  Canada 
in  1929.  This  country,  moreover,  reduced  duties  on 
59  tariff  items,  including  cheddar  cheese,  apples,  hay, 
maple  sugar,  live  poultry,  horses,  halibut  and  whiskey. 
Additional  items,  such  as  heavy  cattle,^**  calves,  dairy 
cows,  cream,  seed  potatoes,  and  special  types  of  lum¬ 
ber,  were  to  enjoy  duty  reductions  for  fixed  tariff 
quotas,  all  excess  quantities  paying  pre-agreement 
rates.  The  aggregate  value  of  all  imports  directly 
affected  by  the  agreement  was  $308,000,000  in  1929. 
In  return  Canada,  notwithstanding  its  adherence  to 
the  Ottawa  system,  made  tariff  reductions  on  about 
three-fourths  of  its  dutiable  imports  from  the  United 
States.  These  included  fresh  and  canned  fruits  and 
vegetables,  much  machinery  and  electrical  equipment, 
iron  and  steel  products,  and  miscellaneous  wood  and 
paper  manufactures.  In  addition,  it  extended  non- 
Empire  most-favored-nation  treatment  to  the  United 
States  for  all  its  imports,  with  the  result  that  duties 
were  reduced  on  some  767  items  in  the  Canadian  tariff. 

A  second  Canadian-American  agreement,  super¬ 
seding  the  first,  was  concluded  simultaneously  with  a 
United  Kingdom  pact  on  November  17,  1938,  and 
made  effective  from  January  i,  1939.  This  agreement 
moderated  still  further  trade  barriers  between  the 
two  North  American  neighbors  and  narrowed  the 
margin  of  imperial  preference.  Experience  under  the 
first  convention  having  been  featured  by  a  mutually 
advantageous  increase  in  average  annual  trade,  the 
new  agreement  continued  or  expanded  the  concessions 
already  granted  in  1935.  Rates  were  again  reduced 
by  Canada  on  many  agricultural  and  industrial  prod¬ 
ucts,  and  the  Canadian  government  agreed  as  well 
to  renounce  for  all  items  covered  by  the  agreement  a 
special  3  per  cent  excise  tax  on  the  duty-paid  value 
of  imports.** 

In  addition  to  continuing  the  benefits  accorded 
in  the  earlier  agreement,  the  United  States  altered  and 
extended  its  customs  quota  system  under  which  im¬ 
ports  in  excess  of  predetermined  limits  pay  full  rates. 
Many  duties  were  reduced,  and — of  great  importance 
to  Canada — guarantees  were  given  that  duty-free  entry 
would  continue  to  be  assured  to  85  per  cent  of  all 
nondutiable  imports  from  the  Dominion,  including 
newsprint  paper  and  wood  pulp.  Although  the  full 
effect  of  this  agreement  has  necessarily  been  limited 
by  the  war,  the  revised  agreement  undoubtedly  put 
Canadian-American  trade  relations  on  a  sounder  peace¬ 
time  basis  than  they  had  been  for  years. 

I'he  conclusion  of  a  trade  agreement  with  the 
United  Kingdom  on  November  17,  1938,  negotiated 

14.  Over  700  pounds. 

15.  This  was  followed  by  legislation,  effective  April  26,  1939, 
abolishing  the  excise  tax  on  all  imports  from  the  United  States 
into  Canada. 

16.  Two  supplementary  agreements  with  regard  to  black  or 
silver  fox  furs,  effective  January  i,  1940  and  December  20, 
1940,  have  since  been  concluded. 


simultaneously  with  the  second  Canadian  agreement, 
was  the  most  impressive  achievement  of  the  entire 
Hull  program.  For,  in  1938,  the  total  foreign  trade 
of  the  United  States,  Canada,  the  United  Kingdom, 
and  the  non-self-governing  areas  of  the  British  Em¬ 
pire  included  in  the  agreement  accounted  for  some  35 
per  cent  of  all  the  world’s  commerce.*^  Moreover,  the 
British  pact,  obtained  only  after  months  of  hard  bar¬ 
gaining,  was  immediately  hailed  as  a  decisive  check 
to  restrictive  trends  in  international  trade.  Starting 
in  1931,  the  British  had  veered  sharply  away  from  their 
free  trade  policy.  A  frankly  protective  tariff  had  been 
adopted;  domestic  agriculture  had  been  subsidized 
and  aided  by  quota  controls;  economic  bonds  with 
the  Dominions  and  colonies  had  been  tightened  by 
the  Ottawa  Agreements  of  1932;  and  the  British  gov-  f 
ernment  had  shown  a  strong  tendency  to  balance  trade 
bilaterally  in  a  number  of  agreements  with  individual 
nations.'®  As  a  result  of  these  measures,  originally 
provoked  in  part  at  least  by  the  Hawley-Smoot  Tariff 
of  1930,  imports  from  the  United  States — especially 
farm  products,  lumber  and  minerals — had  been  seri¬ 
ously  curtailed. 

The  extent  of  the  agreement  can  be  measured  by 
the  fact  that  the  value  of  trade  directly  affected  by 
reductions  or  bindings  on  both  sides  had  totaled  ap¬ 
proximately  $675,000,000  in  1936.  The  most  important 
British  concessions  concerned  our  agricultural  exports, 
for  which  the  United  Kingdom  had  long  been  the 
outstanding  foreign  market,  taking  in  1937  about 
$261,000,000,  or  approximately  a  third  of  total  Ameri¬ 
can  export  of  farm  products.  Britain  removed  its  duty 
on  American  wheat,  equivalent  to  about  6  cents  a 
bushel,  and  its  10  per  cent  ad  valorem  duty  on  Ameri-  " 
can  lard,  thus  enabling  our  farmers  to  compete  with  ■ 
Canadians  and  Australians  on  equal  terms.  The  duty-  I 
free  entry  of  hams  was  bound,  and  the  American  t 
quota  increased.  In  addition,  duty  reductions  were  [ 
made  on  certain  canned  fruits  and  fruit  juices,  I 
rice,  oatmeal,  certain  fresh  and  dried  fruits;  existing  f 
duties  were  bound  on  wheat  flour  and  other  canned  f 
fruit  juices;  and  the  continued  free  entry  of  raw  cot-  E 
ton,  sulphur,  rosin  and  fur  skins  was  pledged.  Many  f 
additional  concessions  were  also  granted  to  American  I 
fishery,  forest  and  industrial  products.  i 

The  United  States,  for  its  part,  offered  reductions  f 
or  bindings  on  British  items  which  in  1937  had  f 
amounted  to  $141,500,000.  American  rates  were  re-  . 
duced  on  high-grade  cotton  textiles,  woolen  piece  goods, 
hosiery,  clothing,  wool  waste  and  yarns,  linen  goods  | 
and  jute  burlap;  and  also  on  earthenware,  china,  glass, 
specialized  metal  products,  leather  goods,  books,  sport 
goods  and  pipes.  The  previously  reduced  duty  on 
whiskey  was  maintained,  and  the  duties  on  cer¬ 
tain  British  food  specialties  like  orange  marmalade 
and  biscuits  were  bound.  Moreover,  the  United  States 

17.  League  of  Nations,  World  Economic  Survey,  igjS-jg 
(Geneva,  1939),  pp.  192-95. 

18.  Percy  W.  Bidwell,  Our  Trade  with  Britain  (New  York, 
Council  on  Foreign  Relations,  1938),  pp.  54-86;  Carl  Kreider, 
The  Anglo-American  Trade  Agreement  (Princeton,  Princeton 
University  Press,  1943),  parts  1  and  II. 
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granted  concessions  to  Newfoundland  and  the  Colonial 
Empire,  in  return  for  reductions  or  bindings  in  their 
preferences  favoring  Empire  countries.  Since  our  im¬ 
ports  from  the  Colonial  Empire  consisted  largely  of 
duty-free  raw  materials — principally  rubber  and  tin 
from  British  Malaya — the  United  States  simply  offered 
assurances  that  this  status  would  continue.  Because  of 
abnormal  trade  conditions  during  the  brief  peacetime 
period  in  which  the  British  agreement  was  in  opera¬ 
tion,  it  is  difficult  to  adduce  evidence  of  its  effective¬ 
ness.  But  there  can  be  no  question  that  it  laid  the 
groundwork  for  improved  trading  relations  between 
the  United  States  and  the  United  Kingdom.*^ 

HAVE  AGREEMENTS  AIDED  U.S.  TRADE.? 

In  1934  Secretary  of  State  Hull  declared  that 
the  primary  object  of  the  trade  agreements  pro¬ 
gram  was  the  restoration  of  foreign  markets  for 
American  products.  When  Mr.  Hull  six  years 
later  urged  its  extension  for  a  second  time,  his 
case  rested  on  the  claim  that  it  had  in  fact  stimu¬ 
lated  exports.  On  the  basis  of  the  average  figures 
for  1934  and  1935,  and  similar  figures  for  1937  and 
1938,  he  showed  an  increase  in  exports  of  $1,000,- 
000,000,  or  46  per  cent.  “This  increase,”  he  said, 
“was  obviously  caused  by  several  factors,  but  the 
role  played  in  it  by  the  trade-agreements  program 
is  suggested  by  the  following  figures:  our  exports 
to  trade-agreement  countries  rose,  during  this 
period,  by  61  per  cent,  while  our  exports  to  non¬ 
agreement  countries  increased  by  only  38  per 
cent.”^° 

Today  Mr.  Hull  could  cite  the  fact  that  the  an¬ 
nual  average  of  exports  to  trade-agreement  coun¬ 
tries  for  1939  and  1940  showed  a  rise  of  87  per 
cent  over  1934  and  1935,  while  the  annual  average 
of  exports  to  nonagreement  countries  increased  by 
only  32  per  cent.^*  *^  In  view  of  the  influence  on 
trade  of  rearmament  and  war  itself,  the  figures  for 
1939  and  1940  must  be  carefully  weighed  in  any 
discussion  of  the  results  to  be  expected  from  the 
trade  agreements  program  in  more  normal  times. 
Indeed,  even  during  the  period  through  1938 — 
with  which  the  following  analysis  is  primarily 
concerned — such  factors  as  industrial  recovery  or 
recession  here  and  abroad,  drought  or  agricultural 
surplus,  often  overshadowed  the  economic  stimuli 
produced  by  trade  agreements  and  prevent  a  pre¬ 
cise  estimate  of  their  effects. 

Notwithstanding  this  difficulty,  there  is  impres¬ 
sive  evidence  indicating  that  the  Hull  pacts  actu¬ 
ally  helped  to  increase  American  foreign  trade 

19.  For  its  limitations,  see  Kreidcr,  The  Anglo-American  Trade 
Agreement,  cited. 

20.  Cited  in  William  Dicbold,  Jr.,  New  Directions  in  Our 
Trade  Policy  (New  York,  Council  on  Foreign  Relations,  1941), 
p.  7- 

21-22.  See  tables,  p.  24. 


during  the  years  before  the  outbreak  of  war  in 
1939.  For  one  thing,  the  conunerce  of  the  United 
States  expanded  much  more  rapidly  with  agree¬ 
ment  than  nonagreement  countries.  That  this  was 
true  with  regard  to  exports  is  made  clear  in  the 
following  table: 


INCREASE  OF  UNITED  STATES  EXPORTS  TO 
AGREEMENT  AND  NONAGREEMENT  COUNTRIES^^ 


Exports  to 

Per  cent 

of  increase  over  7934  exports 

^937 

/93S 

1939 

Agreement  countries 

72.7 

61.2 

63.3 

Nonagreement  countries 

48.9 

36.6 

31.8 

All  countries 

57.0 

45.1 

48.9 

Exports  to  the  principal  individual  agreement 
countries  also  showed  in  almost  all  cases  a  sub¬ 
stantially  greater  rate  of  increase  than  exports  as 
a  whole.  Moreover,  the  American  share  of  the 
total  imports  of  trade-agreement  countries  has 
risen  much  more  sharply  than  its  share  of  the 
total  imports  into  other  countries.  In  1933  the 
United  States  supplied  12.2  per  cent  of  total  im¬ 
ports  into  the  16  countries  with  which  agreements 
had  been  effective  before  January  i,  1938;  by  1938 
the  proportion  supplied  by  the  United  States  had 
risen  to  19.7  per  cent.  With  respect  to  the  20  most 
important  countries  with  which  no  trade  pacts 
were  then  in  effect  (including  the  United  King¬ 
dom,  Turkey  and  Venezuela),  the  United  States’ 
share  rose  only  from  12.1  to  14.5  per  cent.  If  the 
two  pre-agreement  years,  1933  and  1934,  are  com¬ 
pared  with  the  post-agreement  years,  1937  and 

1938,  it  will  be  seen  that  the  United  States’  share 
of  imports  into  the  16  agreement  countries  in¬ 
creased  43  per  cent,  while  it  rose  only  ii  per  cent 
in  the  case  of  the  20  nonagreement  nations. 

Unofficial  investigations  indicate,  however,  that 
it  is  by  no  means  clear  that,  as  a  general  rule,  ex¬ 
ports  of  American  commodities  whose  customs 
treatment  in  foreign  countries  has  been  improved 
by  trade  pacts  increased  more  rapidly  than  other 
American  exports.^"*  Nor  does  it  appear  that  ex¬ 
ports  of  nonagricultural  products  rose  on  the  whole 
more  rapidly  to  countries  which  had  granted  con¬ 
cessions  on  them  than  to  others,  although  certain 
industrial  products — including  automobiles,  trac¬ 
tors,  tires,  office  equipment,  typewriters,  paints  and 

23.  The  agreement  countries  include,  for  1937,  14  nations; 
for  1938,  16;  and  for  1939,  17.  Nicaragua  was  dropped  from 
the  agreement  group  after  1937  because  the  concessions  in  that 
agreement  ceased  to  be  effective  on  March  10,  1938.  Czecho¬ 
slovakia  is  not  included  in  the  agreement  group  in  the  1939 
comparison  because  the  agreement  was  suspended  on  April  22, 

1939.  Table  and  explanation  taken  from  Diebold,  New  Direc¬ 
tions  in  Our  Trade  Policy,  cited,  p.  9. 

24.  Charles  A.  Bliss,  “Is  the  United  States  Losing  Its  Foreign 
Markets?”  Harvard  Business  Review,  Summer  1939,  pp.  477-90. 
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varnishes — seem  to  have  been  directly  aided  by 
foreign  tarifi  concessions.^^  On  the  other  hand, 
the  most  marked  advance  in  the  export  of  farm 
products  was  to  the  states  which  had  reduced  bar¬ 
riers  against  them,  both  lard  and  fruits  apparently 
being  directly  benefited. 

In  addition  to  securing  for  United  States  prod¬ 
ucts  reductions  in  foreign  tariff  rates  and  larger 
shares  in  foreign  import  quotas,  the  Hull  program 
aided  in  obtaining  equal  tariff  treatment  for  Amer¬ 
ican  exporters.  Our  share  in  world  exports  had 
dropped  from  15.6  per  cent  in  1929  to  11.5  per 
cent  in  1934,  and  if  discrimination  did  not  lead  to 
all  this  decline,  it  undoubtedly  played  a  part.  The 
most-favored-nations  clause,  an  integral  part  of 
the  trade  agreements,  brought  definite  benefits  to 
American  exporters.  In  the  French  agreement,  the 
application  of  the  clause  made  over  4,000  items  in 
our  export  trade  subject  to  minimum  instead  of 
maximum  duties.  When,  after  the  conclusion  of 
the  trade  agreement  with  the  United  States,  Bel¬ 
gium  signed  agreements  with  France,  Germany 
and  Italy,  our  exporters  shared  the  concessions 
granted  those  countries  on  automobiles,  office  ma¬ 
chinery,  textiles  and  other  products.  Comparable 
advantages  were  gained  in  the  case  of  both  Sweden 
and  Brazil.  Even  the  British  agreement,  which 
recognized  the  Ottawa  system  of  imperial  prefer¬ 
ence  as  an  admissible  exception  to  the  most-favored- 
nation  clause,  put  United  States  wheat  and  lard 
on  the  same  footing  in  the  British  home  market 
as  that  of  the  Dominions.  The  beneficial  effect 
of  more  widespread  equal  treatment  is  indicated 
by  the  fact  that  from  1934  exports  rose 

from  1 1.5  to  13.5  per  cent  of  world  exports.^*^ 

WHAT  OF  IMPORTS? 

The  convincing  evidence  that  the  Hull  program 
contributed  to  the  relative  increase  in  United  States 
exports  is  not  duplicated,  however,  in  the  case  of 
imports.  The  relative  importance  of  the  United 
States  as  a  customer  of  the  trade-agreement  coun¬ 
tries,  as  well  as  of  the  non-trade-agreement  coun¬ 
tries,  seems  to  have  remained  stationary,  or  de¬ 
clined,  at  least  through  193H;  while  there  was  no 
definite  tendency  until  the  years  1938-39  for  total 
imports  from  agreement  countries  to  show  a  greater 
increase  over  the  1934-35  period  than  total  imports 
from  nonagreement  countries.^’ 

It  is  true  that,  by  and  large,  the  agreements 

25.  Monthly  Bulletin  of  the  American  Tariff  League,  No.  128, 
September  1939. 

26.  Dicbold,  New  Directions  in  Our  Trade  Policy,  cited, 
pp.  13-14. 

27.  Bliss,  “Is  the  United  States  Losing  Its  Foreign  Markets?" 
cited,  p.  486;  Grace  Beckett,  The  Reciprocal  Trade  Agreements 
Program  (New  York,  Columbia  University  Press,  1941),  p.  95; 
and  tables,  p.  24. 


stimulated  imports  of  products  on  which  tariff 
rates  were  lowered — for  example,  cotton  manufac¬ 
tures,  earthenware  and  glassware,  wines  and  spirits, 
and  certain  agricultural  products.-®  But,  for  the 
most  part,  reductions  of  duty  were  strictly  limited 
by  safeguards  applied  through  the  program.  The 
most  important  was  the  “doctrine  of  the  principal 
supplier,”  which  meant  that  as  a  general  rule  the 
United  States  reduced  tariffs  only  on  products  im¬ 
ported  chiefly  from  the  country  with  which  we 
were  negotiating.  In  this  way,  the  generalization 
of  concessions  did  not  weaken  the  United  States 
bargaining  position  in  making  new  agreements. 

In  addition,  “reclassification,”  or  the  introduction 
of  further  subdivisions  in  an  already  elaborate  ^ 
tariff  classification,  was  used  to  limit  concessions. 
And  finally,  as  a  means  of  still  further  restricting 
the  effects  of  tariff  bargaining,  customs  quotas 
limiting  the  amount  of  goods  to  be  imported  at 
reduced  rates  of  duty  were  used  when  appropri¬ 
ate.  Despite  the  fact  that  the  1934  (or  pre-  | 
agreement)  average  ad  valorem  rate  of  47  per  cent  I 
on  all  dutiable  items  had  been  reduced  to  36  per  I 
cent  by  1940,  these  three  limitations — in  conjunc-  f 
tion  with  what  was  still  a  high-tariff  structure — 
prevented  imports  into  the  United  States  from 
keeping  pace  with  exports.  There  is  certainly  noth-  I 
ing  to  suggest  that  American  negotiators  were  out-  I 
bargained  in  the  trade  agreements  program.  ^ 

The  available  evidence,  then,  seems  to  indicate 
that  the  reciprocal  trade  agreements  program  has  j 
modified  rather  than  determined  the  course  of 
American  foreign  trade.  But  this  fact  does  not  im¬ 
pugn  the  value  of  the  Hull  policy  as  such.  In  so  j 

far  as  the  trade  pacts  had  imparted  stability  to  : 

commercial  relations  and  opened  channels  for  a 
freer  flow  of  goods,  they  had  achieved  their  pur-  \ 
pose.  What  they  had  not  accomplished  up  to  the 
outbreak  of  war  was  to  stimulate  imports  on  the 
scale  necessary  if  the  United  States  was  to  play  . 
its  proper  role  as  a  creditor  nation.  If  the  program  I 
is  to  be  criticized  on  general  grounds,  it  must  not 
be  because  it  has  gone  too  far,  but  rather  because  , 
it  has  not  gone  far  enough  in  reducing  our  tariffs,  j 
Partly  as  a  result  of  the  legal  limit  of  50  per  cent  I 
on  rate  reductions,  and  partly  as  a  result  of  the  | 
extreme  caution  of  Administration  officials,  no  j 
basic  change  has  been  made  in  the  tariff  structure.  | 

ECONOMIC  AND  POLITICAL  ISSUES 

While  the  officials  administering  the  new  trade  ! 
policy  were  able  to  remove  a  wide  variety  of  ob- 

28.  Between  1934  and  1938  imports  on  which  concessions 
had  been  >;rantcd  increased  46  per  cent  by  value,  while  other 
dutiable  imports  rose  only  14  per  cent,  and  imports  of  free 
go(Kls  increased  19  per  cent.  Dicbold,  New  Directions  in  Our 
Trade  Policy,  cited,  pp.  22-23. 
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Stacies  to  the  flow  of  foreign  trade,  this  was 
achieved  only  in  the  face  of  continuous  opposition 
on  the  home  front.  In  general,  this  has  taken  the 
form  of  claims — often  isolationist  in  their  impli¬ 
cation — that  the  trade  agreements  sacrificed  Amer¬ 
ican  rights  and  that  the  United  States  must  be 
careful  to  look  after  its  own  interests.  Protests 
against  the  most-favored-nation  treatment  embod¬ 
ied  in  the  program,  for  example,  have  recently 
been  revived.  Because  of  this  policy.  Representative 
B.  W.  Gearhart,  Republican,  of  California,  said 
in  a  radio  debate  on  February  21,  1943,  the  world 
now  speaks  of  Uncle  Sam  as  “Uncle  Sap.”  “Re¬ 
ceiving  but  a  few  crumbs  from  the  country  which 
signs  the  agreement  with  us,”  he  declared,  “we 
extend  every  tariff  slash  to  every  other  customs 
unit  in  the  world,  save  the  few  that  are  excluded.”^^ 
In  view  of  the  evidence  presented  above  regarding 
both  the  advantages  gained  by  use  of  the  most- 
favored-nation  principle,^®  and  the  restrictions  sur¬ 
rounding  its  use,  this  contention  cannot  be  said 
to  have  any  foundation. 

OPPOSITION  ON  ECONOMIC  GROUNDS  NOT  VALID 

The  point  of  view  of  the  direct  beneficiaries,  real 
or  imagined,  of  tariff  protection  is  reflected  more 
specifically  in  recurrent  proposals  for  tariffs  suffi¬ 
ciently  high  to  “equalize  cost  of  production”  at 
home  and  abroad.  This  formula,  in  a  guarded 
form,  is  embodied  in  the  latest  proposals  of  the 
American  Tariff  League.’'"^^  Were  such  a  formula 
rigidly  adhered  to,  it  would  entirely  destroy  the 
advantages  of  international  trade  by  wiping  out 
all  imports  of  the  products  to  which  it  was  ap¬ 
plied.  Moreover,  the  difficulties  met  by  the  Tariff 
Commission  in  determining  comparative  costs  of 
production  since  1922 — when  flexible  tariff  pro¬ 
cedure  based  on  this  principle  was  incorporated  in 
American  law — present  convincing  evidence  that 
there  are  insuperable  obstacles  to  tariff  adjustments 
by  this  standard  alone. 

Other  advocates  of  the  cost  doctrine  have  con¬ 
tended  that  the  status  of  American  labor  is  threat¬ 
ened  by  the  increased  flow  of  imports  produced  by 
foreign,  low-wage  workers.  Actually,  however,  rate 
reductions  in  trade  agreements  have  been  so  skil¬ 
fully  handled  that  there  has  been  little  direct  dis¬ 
placement  of  domestic  labor,  while  our  greatly 
increased  exports  to  the  agreement  countries  have 

29.  New  York.  Herald  Tribune,  February  22,  1943. 

30.  On  this  point,  see  Francis  B.  Sayre,  The  Way  Forward: 
The  American  Trade  Agreements  Program  (New  York,  Mac¬ 
millan,  1939),  pp.  104-15;  and  testimony  of  Robert  L.  O’Brien, 
former  chairman  and  Republican  member  of  the  Tariff  Com¬ 
mission,  in  1934  Hearings  before  House  Ways  and  Means 
Committee,  pp.  72-119. 

31-32.  For  the  sixteen-point  statement  of  the  League’s  post-war 
program,  see  New  Yorh  Times,  February  25,  1943. 
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marked  an  important  net  gain  in  employment. 
Exports  of  manufactures,  semi-manufactures  and 
manufactured  foodstuffs  to  trade-agreement  na¬ 
tions  averaged  $353,000,000  more  in  1937  and  1938 
than  in  1934  and  1935;  imports  of  dutiable  manu¬ 
factured  goods  from  these  countries  advanced  by 
only  $88,000,000.^^  Lower  unit  cost  of  production, 
not  labor  cost  alone,  is  the  decisive  factor  in  inter¬ 
national  competition.  It  is  not  surprising,  there¬ 
fore,  to  find  that  hourly  earnings  in  a  group  of 
representative  export  industries  benefiting  from 
trade-agreement  concessions,  averaged  75.2  cents  in 
1937,  while  the  national  average  for  all  manufac¬ 
turing  industries  was  63.4  cents,  and  that  of  a 
representative  group  of  industries  claiming  injury 
under  the  program,  54.8  cents.  In  so  far  as  the 
trade  agreements  program  has  stimulated  high- 
wage  industries,  it  can  hardly  be  considered  harm¬ 
ful  to  American  labor. 

Even  less  defensible  has  been  the  widely  circu¬ 
lated  charge  that  the  reciprocal  trade  policy  has 
“sold  agriculture  down  the  river”  by  encouraging 
agricultural  imports  in  return  for  export  benefits 
which  went  primarily  to  manufacturing  indus¬ 
tries.  Up  to  1939,  advantages  had  been  won  for 
73.9  per  cent  of  the  agricultural  imports  of  agree¬ 
ment  countries  from  the  United  States,  as  against 
48.5  per  cent  of  their  nonagricultural  imports.*"* 
Agricultural  exports  from  the  United  States  to  the 
16  countries  with  which  agreements  were  effective 
for  the  entire  fiscal  year  ended  June  30,  1939^’ 
were  15  per  cent  higher  than  in  the  fiscal  year 
1935-36,  whereas  such  exports  to  nonagreement 
countries  declined  by  19  per  cent  in  the  same 
period.  In  the  case  of  imports,  duties  had  been 
reduced  up  to  1939  on  only  14.6  per  cent  of  our 
agricultural  purchases  from  abroad — close  to  half 
of  this  figure  representing  Cuban  sugar — compared 
with  reductions  amounting  to  23.4  per  cent  of 
other  imports.  Moreover,  many  of  the  agricultural 
concessions  made  by  the  United  States  are  rela¬ 
tively  insignificant,  especially  when  restrictions  by 
tariff  quotas  are  taken  into  account. 

POLITICAL  AND  LEGAL  ARGUMENTS 

Opposition  to  the  reciprocal  trade  agreements  is 
not  limited  to  their  economic  aspects.  Protests  arc 
often  expressed  in  political  or  legal  terms.  Spokes¬ 
men  for  interests  which  claim  to  be  threatened 

33.  Figures  include  only  agreements  effective  before  1939. 

34.  Since  some  of  our  largest  farm  exports,  such  as  cotton  and 
grain,  arc  subject  to  little  or  no  duty  in  many  foreign  nations, 
bindings  of  existing  treatment  accounted  for  the  major  share 
of  the  agricultural  concessions  gained;  but  at  a  time  when 
tariff  barriers  were  rising  the  world  over,  these  concessions 
were  important. 

35.  This  does  not  include  the  British  agreement,  in  which 
major  concessions  for  American  agriculture  were  gained. 
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have  in  the  past  accused  Secretary  of  State  Hull 
and  his  associates  of  fixing  rates  in  “secret  star- 
chamber  proceedings”  between  anonymous  Ameri¬ 
can  officials  and  foreigners,  while  American  pro¬ 
ducers  have  had  no  voice  in  the  process  after  the 
preliminary  stages.  More  recently  it  has  been  said 
that  the  whole  program  is  “merely  a  convenient 
way  of  slashing  tariffs  by  subterfuge.”^^  On  the 
other  hand,  independent  observers  have  almost  uni¬ 
versally  claimed  that,  from  the  national  point  of 
view,  the  new  procedure  is  much  superior  to  the 
pressure  politics  of  Congressional  tariff-making.^^ 

During  the  last  nine  years,  an  elaborate  adminis¬ 
trative  mechanism  has  been  developed  which  en¬ 
lists  the  technical  services  of  the  Tariff  Commis¬ 
sion  and  the  Departments  of  State,  Commerce,  Ag¬ 
riculture  and  Treasury  in  the  collection  of  data  and 
the  determination  of  tariff  changes.  Groups  of  ex¬ 
perts,  under  the  direction  of  an  interdepartmental 
Trade  Agreements  Committee,  make  detailed  stud¬ 
ies  of  American  trade  by  countries  and  commodi¬ 
ties.  When  bargaining  is  under  way  secrecy  as  to 
the  detailed  negotiations  naturally  is  maintained, 
although  this  requisite  of  international  negotiations 
is  not  liked  by  professional  lobbyists.  Private  in¬ 
terests,  however,  are  encouraged  to  express  their 
points  of  view  and  to  furnish  information  for  use 
in  the  compilation  of  concessions  and  requests. 
Public  notice  is  given  of  intention  to  negotiate 
every  agreement,  at  which  time  a  list  is  published 
of  all  articles  on  which  concessions  in  American 
duties  will  be  considered;  hearings  are  held  by  the 
interdepartmental  Committee  on  Reciprocity  In¬ 
formation;  and  informal  conferences  with  interested 
parties  are  frequently  called.  Even  high-tariff  sup¬ 
porters  have  admitted  that  the  entire  process  rep¬ 
resents  a  notable  achievement  in  public  adminis¬ 
tration,  and  that  the  personnel  is  competent.  Ad¬ 
ministrative  tariff  adjustment,  in  conformity  with 
general  objectives  laid  down  by  Congress  and 
subject  periodically  to  Congressional  review,  is 
hardly  more  “undemocratic”  than,  for  instance, 
the  determination  of  railroad  rates  by  the  Inter¬ 
state  Commerce  Commission. 

The  charge  that  the  program  is  wholly  uncon¬ 
stitutional  is  more  serious,  but  no  more  convinc¬ 
ing.  It  has  been  claimed  that  the  agreements 
entered  into  by  the  President  under  the  Trade 
Agreements  Act  of  1934  are  in  effect  treaties  re¬ 
quiring  Senate  ratification.  Moreover,  the  Act  has 

36.  Representative  (Jearhart,  in  a  r-nlio  debate  on  February  21, 
1943.  Sec  AV«'  York,  Herald  Tribune,  February  22,  1943. 

37.  Henry  J.  Taska,  The  Reciprocal  Trade  Policy  of  the  United 
States  (Philadelphia,  University  of  Pennsylvania  Press,  1938), 
pp.  70-73;  John  D.  Larkin,  Trade  Agreements:  A  Study  in 
Democratic  Method  (New  York,  Columbia  University  Press. 
1940),  pp.  89-108. 


been  condemned  on  the  ground  that  a  legitimate 
function — the  authority  to  alter  tariffs — was  dele¬ 
gated  to  the  President  without  providing  sufficient¬ 
ly  definite  standards  for  its  exercise.  With  re¬ 
gard  to  the  treaty  issue,  numerous  precedents  since 
the  foundation  of  our  government  demonstrate 
that  no  constitutional  or  other  legal  considerations 
require  Senate  ratification  of  executive  agreements. 
In  no  case  where  such  agreements  have  been  con¬ 
sidered  by  the  courts  has  the  validity  of  an  execu¬ 
tive  agreement  been  placed  in  doubt.  With  regard 
to  the  second  point,  although  the  standards 
guiding  the  Executive  are  extremely  broad,  it  is 
denied  that  the  law  represents  an  improper 
alienation  of  legislative  power.  Changes  in  the 
tariff  schedules  made  by  the  Executive  under  the 
flexible  provisions  of  the  Tariff  Act  of  1922  have 
been  upheld  by  the  Supreme  Court  in  a  decision 
declaring  that  such  delegation  is  not  unconstitu¬ 
tional  if  Congress  “should  lay  down  by  legislative 
act  an  intelligible  principle.”  By  comparison  with 
the  standards  set  for  Executive  guidance  in  earlier 
administrative  tariff  procedure,  the  limits  and  cri¬ 
teria  of  Presidential  action  in  the  Reciprocal  Trade 
Agreements  Act  certainly  appear  sufficiently  intel¬ 
ligible  to  preclude  charges  of  unconstitutionality.^® 

In  view  of  these  supporting  precedents,  the  legal 
position  of  the  trade  program  seems  beyond  dis¬ 
pute,  but  Congress  clearly  has  the  power  to  with¬ 
draw  the  authority  granted  the  Executive  when 
the  1934  Act  is  up  for  renewal  this  spring.  And 
there  are  already  indications  that,  if  opponents  of 
the  Hull  policy  cannot  scrap  it  altogether,  they  will 
make  every  effort  to  alter  it  by  requiring  Senate 
or  Congressional  approval  for  each  agreement.^’ 
An  amendment  with  such  a  provision  might  well 
be  supported  under  the  cloak  of  general  approval 
for  the  principle,  while  in  fact  it  would  be  intend¬ 
ed  to  cripple  the  reciprocal  trade  agreements  pro¬ 
gram.  But  such  a  stipulation,  as  experience  under 
the  Tariff  Act  of  1897  demonstrates,  would  do 
more  than  cripple  the  program:  it  would  actually 
deal  it  a  death-blow. 

TRADE  AGREEMENTS  IN  THE 
POST-WAR  WORLD 

Important  trade  and  industrial  developments 
now  in  progress  will  undoubtedly  make  the  task 
of  post-war  adjustments  a  difficult  one.  Wartime 
stimulation  of  trade  with  Latin  America  to  a 
degree  unknown  in  peacetime  may  well  involve 
problems  in  the  post-war  period,  while  special 

38.  For  a  review  of  the  question  of  constitutionality,  see  Fran¬ 
cis  B.  Sayre,  “The  Constitutionality  of  the  Trade  Agreements 
Act,"  Columbia  Ijtw  Review  (New  York),  May  1939. 

39.  Christian  Science  Monitor,  February  27,  1943. 
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!  purchase  agreements  concluded  by  the  United 
States  in  that  area,  some  of  which  will  probably 
run  beyond  the  war,  appear  to  diverge  from  the 
trade  program.  As  in  all  wars,  industries  have 
grown  up  which  will  demand  protection  against 
well-established  foreign  competitors.  New  products 
i  and  new  methods  may  disrupt  old  channels  of 
trade.  The  growth  of  an  extensive,  low-cost  syn¬ 
thetic  rubber  industry  in  this  country,  for  instance, 
would  complicate  trade  relations  with  Britain  and 
British  Malaya.  But,  in  spite  of  these  developments, 
visions  of  a  post-war  world  of  synthetic  products 
which  will  end  all  international  trade  do  not 
seem  relevant  to  the  immediate  future."*® 

However  highly  developed  the  productive  capac¬ 
ity  of  this  country  at  the  end  of  the  war,  there  will 
be  scarcity  in  the  world  at  large  and  greater  need 
than  ever  for  the  freer  (low  of  world  trade.  In  the 
transitional  months  immediately  following  the  end 
of  hostilities  the  continuance  of  wartime  restric¬ 
tions  on  trade  may  well  limit  the  area  in  which 
trade  agreements  can  be  effective  and  necessitate 
international  action  of  a  more  dynamic  character 
to  achieve  expansion  of  world  trade,  while  rehabili¬ 
tation  in  this  period  may  involve  lend-lease  o[x:ra- 
tions.  But  it  seems  clear  that  the  long-run  task 
I  of  reconstruction  can  be  achieved  most  effectively  on 

I  a  basis  of  reciprocal  trade.  And  in  this  situation 
a  war-expanded  American  economy  will  find  an 
opportunity  not  only  to  help  in  rebuilding  a  shat- 
i  tered  world,  but  to  stabilize  itself  on  a  long-term 
basis.  Some  war-sponsored  industries  may  believe 
their  future  best  assured  in  a  self-contained  econ¬ 
omy  but,  unless  the  free  enterprise  system  is  to  be 
completely  scrapped,  the  majority  will  need  world 
t  markets,  especially  after  the  initial  replenishment 
^  period  has  run  its  course  in  this  country. 

^  Apparently  on  the  ground  that  a  major  reduc- 
\  tion  in  the  American  tariff  structure  is  politically 
impossible,  and  in  the  belief  that  the  United  States 
I  will  continue  to  export  more  than  it  imports,  it 
j  has  been  suggested  that  international  trade  bal¬ 
ances  be  cancelled  if  still  unpaid  after  a  specified 
I  period.  But,  since  the  United  States  will  be  a 
;  creditor  on  international  capital  account  to  an  even 
I  greater  extent  than  after  the  last  war,  it  seems 
I  doubtful  if  such  a  system,  even  if  politically  feas- 

40.  See  Garrett  Garrett,  “The  Arc  of  Alchemy”;  and  reply  by 
Herbert  Feis  and  Thomas  L.  Finletter,  “Alchemy — Master  or 
Servant?”  Atlantic  Monthly  (Boston),  January  1943. 

41.  Percy  W.  Bidwell,  “Controlling  Trade  after  the  War,” 
I  yciyn  Affairf,  January  1943. 


ible,  could  solve  the  long-run  problems  involved 
in  American  foreign  trade.  More  promising  are 
proposals  for  the  establishment  of  an  Interna¬ 
tional  Trade  Authority,  which  would  approach  the 
problem  of  trade  barriers  from  an  international 
point  of  view."**  If,  in  addition,  the  powers  granted 
the  Executive  under  the  Trade  Agreements  Act 
of  1954  are  not  only  renewed  but  extended  so 
that  the  President  is  empowered  to  lower  duties 
75  per  cent  below  the  Hawley-Smoot  level,  it 
seems  likely  that  a  solution  could  be  found  for  the 
most  pressing  problems  of  post-war  international 
trade  so  far  as  they  are  the  result  of  trade  bar¬ 
riers  and  discriminatory  treatment. 

While  the  Administration  has  to  date  suggested 
no  such  substantial  modification  of  the  reciprocal 
trade  program,  it  has  committed  itself,  in  conjunc¬ 
tion  with  a  growing  number  of  the  United  Na¬ 
tions,  to  seek  the  improvement  of  world-wide  eco¬ 
nomic  relations.  In  Article  VII  of  the  Master 
Mutual  Aid  (Lend-Lease)  Agreement  of  Febru¬ 
ary  23,  1942,  the  United  States  and  the  United 
Kingdom  agreed  to  seek  joint  action  directed  “to 
the  elimination  of  all  forms  of  discriminatory  treat¬ 
ment  in  international  commerce,  and  to  the  reduc¬ 
tion  of  tariffs  and  other  trade  barriers;  and  in 
general,  to  the  attainment  of  all  the  economic  ob¬ 
jectives  set  forth  in”  the  Atlantic  Charter. 

The  purposes  outlined  in  this  agreement  do  not 
conflict  with  the  purposes  of  the  reciprocal  trade 
policy  as  it  has  developed,  but  simply  extend  them. 
By  a  further  Congressional  renewal  of  the  Trade 
Agreements  Act  of  1934  before  June  12  of  this 
year,  the  United  States  would  be  enabled  to  pursue 
a  policy  not  only  in  harmony  with  its  own  best 
interests,  but  in  accordance  with  the  promises  and 
hopes  expressed  in  the  Atlantic  Charter,  the  Dec¬ 
laration  of  the  United  Nations,  and  the  Lend-Lease 
Agreements.  If  Congress  should  refuse  the  Ad¬ 
ministration  renewal  of  its  powers  under  the  Act, 
other  countries  will  have  little  faith  that  the 
United  States  intends  to  participate  effectively  in 
planning  a  world  of  expanding  prosperity.  As 
Under  Secretary  of  State  Sumner  Welles  has  said: 
“The  decision  about  the  trade-agreements  authority 
is  not  the  only  choice,  or  the  most  difficult,  that  the 
people  of  the  United  States  will  have  to  make  about 
the  foundations  of  the  peace.  But  it  is  fundamental, 
and  it  happens  to  come  first  in  time.  Our  action  on 
it  will  be  an  acid  test  of  our  intentions.”"*^ 

42.  Under  Secretary  of  State  Sumner  Welles,  “Trade  Agree¬ 
ments  in  a  New  World,”  Atlantic  Monthly,  March  1943. 
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Tables  Illustrating  Changes  in  United  States  Foreign  Trade  under 
Trade  Agreements  Program  Compiled  by  Ona  k.  d.  Ringwood 


UNITED  STATES  TRADE  WITH  INDIVIDUAL  TRADE-AGREEMENT  COUNTRIES,  1934-1940* 

{Values  in  Millions  of  Dollars) 


EXPORTS,  INCLUDING  RE-EXPORTS  GENERAL  IMPORTS 

Trade  Agreement  Effective  1954-35  1939-40  Per-  1934-35  1939-40  Per- 

Countries  Dates  Average  Average  centage  Average  Average  centagt 

Value  Value  Change  Value  Value  Change 

Cubai  .  Sept.  3,  1934  53  83  +  58%  92  105  -f  15% 

Belgium  .  May  1,  1935  54  45  —  17%  33  46  -j-  40% 

Haiti  .  June  3,  1935  3  5  +  46%  1  3  -f  179% 

Sweden  .  Aug.  5,  1935  36  68  92%  38  30  —  21% 

Brazil  .  Jan.  1,  1936  42  95  +127%  96  106  +  11% 

Canada^  .  Jan.  1,  1936  313  603  +  92%  259  382  +  47% 

Netherlands  . .  Feb.  1,  1936  50  66  +  31%  35  19  —  46% 

Ncth.  East  Indies  .  Feb.  1,  1936  10  45  +326%  46  131  +183% 

Curasao  and  Surinam ...  Feb.  1,  1936  15  32  -j-119%  12  24  +1^1% 

Switzerland  .  Feb.  15,  1936  8  21  +157%  16  29  +  84% 

Honduras  .  Mar.  2,  1936  6  7  +  13%  7  8+18% 

Colombia  .  May  20,  1936  22  51  +136%  49  48  —  1% 

Guatemala  .  June  15,  1936  4  9  +121%  5  11  +104% 

France  .  June  15,  1936  116  217  +  87%  60  49  —  17% 

French  Colonies  .  June  15,  1936  11  15  +  39%  8  19  +135% 

Nicaragua^  .  Oct.  1,  1936  2  5  +00%  2  3  +  31% 

Finland  .  Nov.  2,  1936  6  19  +212%  11  13  4-  23% 

El  Salvador .  May  31,  1937  3  4  +  49%  4  7  -4-  86% 

Costa  Rica  .  Aug.  2,  1937  3  11  +292%  3  4  +  38% 

Ecuador  .  Oct.  23,  1938  3  6  +137%  3  4  +  30% 

United  Kingdom  .  Jan.  1,  1939  408  758  -f  86%  135  152  -j-  12% 

Newfoundland  .  Jan.  1,  1939  6  10  -}-  69%  6  10  +81% 

British  Colonies  .  Jan.  1,  1939  43  73  -f  73%  161  273  -j-  70% 

Turkey  .  May  5,  1939  4  8  -1-131%  7  17  -4-126% 

Venezuela  .  Dec.  16,  1939  19  66  -1-246%  22  33  -f  50% 

Total,  Trade- Agreement  Countries'*  .  1,238  2,319  -j-  87%  1,108  1,527  -j-  38% 

Total,  Nonagreement  Countries’  .  970  1,280  -j-  32%  743  945  +  27% 

Total,  All  Countries  . 2,208  3,599  -f  63%  1,851  2,472  -j-  34% 

•Taken  from  Department  of  Commerce,  Bureau  of  Foreign  and  Domestic  3.  The  duty  concessions  and  certain  other  provisions  of  this  agrecr.; 

Commerce.  Trade  Agreements  Unit,  Release  of  March  4,  1943  (multi-  ceased  to  be  in  effect  as  of  March  10,  1938. 

lithed).  4_  This  list  of  trade-agreement  countries  does  not  include  countries  wi 

1.  Two  supplementary  agreements  became  effective  December  23,  1939  which  agreements  became  effective  subsequent  to  1940,  namely:  Argt 

and  January  5,  1942.  tina,  Peru,  Uruguay  and  Mexico. 

2.  A  revision,  effective  January  1,  1939,  superseded  the  original  agree-  ’•  1"*?*  trade  shown  here  for  nonagreement  countries  ’  includes  i 

ment.  A  supplementary  agreement,  effectisre  January  1,  1940,  was  also  countries  not  included  under  trade-agreement  countries, 

superseded  by  a  second  supplementary  agreement,  effeaive  December  20,  Note:  A  trade  agreement  with  Czechoslovakia  became  effective  April  1 

1940.  1938,  but  was  suspended  on  April  22,  1939. 


UNITED  STATES  TRADE  WITH  TRADE-AGREEMENT  COUNTRIES  AND  OTHERS,  1934-39* 

(  Values  in  millions  of  dollars ) 


EXPORTS,  INCLUDING  RE-EXPORTS  GENERAL  IMPORTS 


1934-35 

1938-39 

Per- 

1934-35 

1938-39 

Per- 

Average 

Average 

centage 

Average 

Average 

centage 

{ 'alue 

Value 

Change 

Value 

Value 

Change 

Total,  Trade-Agreement  Countries*  . 

.  1,238 

1,879 

+52 

1,108 

1,313 

+18 

Total,  Nonagreement  Countries . 

.  970 

1,257 

+30 

743 

826 

+H 

Total,  All  Countries . 

2,208 

3,136 

+42 

1,851 

2,139 

-i-l6 

•Taken  from  Department  of  Commerce,  Trade  Agreements  Unit,  Release  No. 

11,  January  26,  1943. 

1.  Includes  countries  shown  in  above  table. 

Note;  For  tigures  on  years  1934-38,  see  text  of  this  Report. 
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